U.S. Department of Housing and Urban Development 
Washington, D.C. 20410 (202) 755-5280 


March 31, 1975 Vol. 6 No. 13 


Current Trends 


Deposits in the Nation’s mutual savings banks increased $675 million in February as 
yields on alternative investments continued to decline. The inflow of savings was the third 
highest on record for a February. ..topped only by deposit increases of $800 million in 
1971 and 1972, the National Association of Mutual Savings Banks reported. 


New construction contracts fell in January to $5.1 billion. ..a 4-year low. This was 
13 percent below the 1974 level of $5.85 billion, according to F.W. Dodge Division of 
McGraw-Hill, Inc. “The most significant change on the construction scene in recent months 
has been the weakening of nonresidential building,” said George A. Christie, vice president 
and chief economist of Dodge. At $2.23 billion... nonresidential contracts were off 2 
percent from $2.27 billion in January 1974. But in the year-earlier month the level of 
nonresidential building was advancing, while this January it was declining from its peaks in 
the fall of 1974. “Virtually all of this cyclical swing in nonresidential building has been 
confined to industrial and commercial work,” Mr. Christie said. The biggest decline from 
January 1974 again came in housing. Residential construction contracts, at $1.56 billion, 
were off 30 percent from the year-earlier $2.22 billion. Mr. Christie said the next thing to 
look for in this sequence, however, is an upturn in housing, “which is only a matter of a 
month or two away. Nonresidential building, however, is likely to continue its decline for 
several quarters and will rebound only after a more general recovery has taken hold in the 
economy.” 


The results of HUD’s March 1 opinion survey of conditions in the mortgage market 
showed that... nationally, the average price for immediate delivery of HUD/FHA-insured 
Section 203(b) 8% percent new-home mortgages with 30-year terms and minimum downpay- 
ments gained one and one-fifth point to $97.4 per $100 of outstanding loan amount. The 
equivalent gross yield to investors at this price was 8.84 percent. Funds for financing Section 
203(b) loans were considered to be generally adequate by 84 percent of the HUD Field 
Offices. ..a modest increase from the 80 percent reporting affirmatively a month earlier. For 
the fifth consecutive month. ..a decline was reported in the national average interest rates 
contracted to be paid by the borrowers on conventional first mortgages. As of March 
1... the national rate was 9.05 percent for both new- and existing-home contracts. From a 
month earlier this was an improvement of 10 basis points for the average new-home buyer 
and a drop of 15 basis points for buyers of existing homes. 


Housing starts in February were at a seasonally-adjusted rate of 977,000 units 
... down 2 percent from the revised January rate of 996,000 units. He-ising sales. . . on the 
other hand... appear to be improving. The sales of single-family units ‘n January were 2 
percent above December...and homebuilders report that both February and March sales 
were better than January. 


Project notes totaling $747.3 million representing 78 Local Housing Authorities were 
sold in mid-March, at an average interest rate of 3.666 percent. This compares to the interest 
rate for the notes sold in early February of 3.485 percent. Average maturity of the notes 
sold was 8.1 months. Proceeds of the note sale will be used to reimburse the Federal 
Government for funds advanced to Local Authorities and to refund maturing notes for 
low-rent housing projects. 





New Building Costs Drop 


A New York Times article reports that the cost of new construction is coming down 
sharply as a result of the dire need for work. 


An example: The New York City Housing Authority was opening bids for Baruch 
Houses. .. a 23-storv building with 186 apartments that has been in planning for years. 


The bidding room on the eighth floor seats about a hundred. . . but it was jammed and 
the crowd overflowed into the corridor. 


’ 


“TJ haven't ‘en anything like it in 20 years,” said the architect Simon Breines, whose 
company, Pomerence & Breines, designed the addition and many other Housing Authority 
projects throughout the city. In past years there have been times when there were no 
bidders. At best, there might be a handful. 


But the biggest surprise was to come. The cost estimate for the project had been $6 
million. But the low bids—for the general contractor and the separate contracts for heating, 
electricai and plumbing work, and for the elevators—came to $4.6 million. At a stroke, 
construction costs had dropped 23 percent. Thirteen general contractors submitted bids. 


The Times article said: The explanation is twofold, according to knowledgeable 
construction men. First, the subcontractors whose prices to the general contractor form the 
basis of the general contractor’s bid have been willing to shave their profit margins to get 
more work in a period of slack. 


The second explanation is that unions are more willing to relax tight work rules to 
permit more productivity—more’ production for the same cost. Another factor is that prices 
for certain key building materials, notably lumber and concrete, have come down lately. 


In recent years it has been costing $30,000 to $35,000 to build a new unit of 
public housing in the city, and there have not been many. The Baruch addition, in tact, 1s 
the first job put to bid since December 1972. But by seizing this particular moment, the 
Housing Authority has gotten a price of $23,500 a unit. 


The change, said Mr. Breines, has been “sudden and dramatic.” 


* 


Wisconsin Enacts Malpractice Pool 


Wisconsin has enacted the Nation’s first medical malpractice pool. ..setting up a 
risk-sharing mechanism that guarantees the continued availability of - medical malpractice 
insurance in that State. J. Robert Hunter, Acting Administrator of HUD’s Federal Insurance 
Administration, wired congratulations to Governor Patrick J. Lucey of Wisconsin for signing 
the legislation into law. 


The telegram followed an earlier message from Mr. Hunter urging the Governor to 
sign the bill. In his letter Mr. Hunter described it as a needed “safety net... prior to 
attempting the acrobatics” of achieving a comprehensive solution through long term reform 
of the legal and medical systems now in force. 


Insurance covering suits for medical malpractice is in jeopardy in a number of 
States. .. largely because of an increase in the number of claims and some steep awards by 
juries in cases brought to trial. The insuring companies are threatening to drop this type of 
coverage or else raise the rates to prohibitive levels. 


FIA has taken the position that action at the State level is preferable to Federal 
legislation in keeping this kind of insurance alive and viable. 


The legislation adopted in Wisconsin requires all State liability insurers to participate 
in a pool to provide malpractice liability insurance for medical practitioners in Wisconsin, 
with the insurance companies sharing profits and losses. 





Unique Center Established in Hoboken 


The creation of a Center for Municipal Studies and Services at Stevens Institute of 
Technology, described as a “major breakthrough” in urban-academic relationships, has been 
announced. 


“It is an academic-urban partnership designed to attack, and help resolve, technologi- 
cal problems common to America’s urban centers,.”’ said Dr. Kenneth C. Rogers, president of 
Stevens Institute. 


“The quality of life suffets when physical deterioration occurs. We believe our 
program is the first of its kind in America with a technological thrust and a major 
breakthrough in urban-academic relations.” 


Dr. Rogers announced the Center’s formation at a joint news conference with Mayor 
Steve Cappiello of Hoboken. 


“The meaning of the Center for Municipal Studies and Services for all central cities is 
that the tremendous resources of the scientific world will ally themselves with the human 
resources of a central city to struggle daily to preserve and build a vital, urban society,” 
Cappiello said. 


At the conference...the appointment of Richard J. Sullivan, former New Jersey 
Environmental Protection Commissioner, as the Center’s director was announced. 


The Center... located at Stevens Institute... was created jointly by the college and 
City of Hoboken. It is part of the Urban Observatory Program, a combined effort of HUD 
and the National League of Cities. The program... initially funded by HUD for 3 
years... and administered by the League of Cities. .. establishes city-university partnerships, 
focusing on a broad range of urban problems. 


Hoboken is one of 10 pilot cities in the program—and the only one in the 
Metropolitan New York-New Jersey area. 


The Center will analyze and evaluate factors which will influence Hoboken’s future 
development, and establish development criteria and priorities for public action. . . according 
to Dr. Rogers. 


The Center is to receive $75,000 in HUD funds the first year; $66,666 the second; 


and $50,000 the third year. The local share... which will come from Community Develop- 
ment funds. . . will be $36,000 total for the first two years and $50,000 for the third. 


* 


Efficient Building Could Save Energy 


Energy savings equivalent to 12.5 million barrels of oil per day by 1990 can be 
effected through a national program of energy-efficient design, construction, and operation of 
buildings, an American Institute of Architects report says. The report, A Nation of 
Energy-Efficient Buildings by 1990, presents a comprehensive strategy for achieving this goal 
through investment of increasingly scarce capital resources in making the built environment 
energy-efficient. The strategy is viewed as complementary to the efforts of present energy 
industries to increase supply capacities. 


Prepared by the AJA’s Energy Steering Committee, the report draws upon an earlier 
study by the Committee’s chairman, Leo A. Daly, FAIA, which estimated potential energy 
savings of 30 percent through retrofitting existing buildings, and 60 percent through 
energy-efficient design and operation of new buildings. 


The report concludes with a recommendation that Federal and State governments, 
corporations within the private sector, and the building design professions and organizations, 
be encouraged to support and participate in the realization of this opportunity. Single copies 
of the full report are available free from the Department of Professional Practise, AIA, 1735 
New York Ave., N.W., Washington, D.C. 20006. (202/785-7264) 





New FHLBB Regulations 


The FHLBB has modified an earlier plan that would have exempted Federal S&Ls 
from State laws requiring payment of interest on escrow deposits. The new FHLBB proposal 
affirms the right of States to require interest payments on escrow accounts. .. and Federal 
S&Ls will have to pay interest on escrow accounts in connection with mortgages on 
owner-occupied, single-family dwellings: located in States that require this. The rate ot 
interest will be the rate set by the State... but need not be more than the S&L’s passbook 
rate. 

The FHLBB has also ruled that loans over 90 percent of property value can now be 
made up to $42,000. The Board says that amount of the loan cannot exceed the lesser of (a) 
$42,000 (this figure was $40,000), or $50,000 for single-family dwellings in Alaska, Guam, 
and Hawaii, (b) 95 percent of the value of the real estate securing the loan, or (c) 95 percent 
of the purchase price of the property. The increase was the result of the rising cost of 
housing. 


FYI . 


National Association of Schools of Public Affairs and Administration. .. National 
Conference on Public Service Education. ..Chicago, April 3-6. Details: NASPAA, 1225 
Connecticut Ave., N.W., Washington, D.C. 20036. 


National Society of Professional Engineers... Joint Engineering Legislative Forum 
... Washington, D.C., April 21-23. Contact: NSPE, 2029 K St., N.W., Washington, D.C. 
20006. 

Society of Architectural Historians... Annual Meeting... Boston, April 23-28. 
Details: SAH, 1700 Walnut Street, Philadelphia, Pa. 19103. 

. American Bankers Association... National Conference on Real Estate Finance 

... Denver, April 27-30. Details: ABA Services, 1120 Connecticut Ave., N.W., Washington, 
D.C. 20036. 

Municipal Finance Officers Association. .. Annual Conference on International Public 
Finance... Montreal, April 27-May 1. Details: MFOA, 1313 E. 60th St., Chicago, Illinois 
60637. 


Published weekly by the Publications and Information Division, Office of the 
HU newsletter Assistant Secretary for Administration, U.S. Department of Housing and Urban 
nee Development. ..Carla Anderson Hills, Secretary...James C. Biller, Editor. 
Subscription rate $12.50 per year, domestic...$15.65 foreign. Address all 
communications regarding subscriptions, change of address, etc. to the 
: Superintendent of Documents, Washington, D.C. 20402. Use of funds for 
HUD-318-169-ASI siete this publication approved by the Office of Management and Budget, 
March 31, 1975 January 9, 1973. 


UNITED STATES 

GOVERNMENT PRINTING OFFICE POSTAGE AND FEES PAID 
PUBLIC DOCUMENTS DEPARTMENT DEPARTMENT OF HOUSING 
WASHINGTON, D.C. 20402 AND URBAN DEVELOPMENT 


Official Business HUD-401 


Penalty for Private Use, $300 
OWT!On, 


TALS 
ROX/UNIY 
HUD NEWSLETTER sG0 N ZEES 


March 31, 1975 ahh RAR 


ANN ARS UN 








